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SUBJECT: COPEI DEPUTY ATTACKS OIL COMPANY BEHAVIOR UNDER 
REVERSION LAW 

1. IN COURSE OF DEBATE MAY 20 IN CONGRESS ON ANOTHER SUBJECT, 

COPEI DEPUTY ABDON VIVAS TERAN CHARGED THAT OIL COMPANIES 
ARE DOING DECEITFUL THINGS WITH GUARANTEE FUND ESTABLISHED 
UNDER REVERSION LAW AND THAT THEY ARE MANEUVERING USING CON- 
VEYANCES. ITEM WAS PICKED UP AND HEADLINED BY PRESS AND HAS 
NOW BECOME SUBJECT OF CONSIDERABLE CONTROVERSY. 

2. MINISTRY OF MINES AND HYDROCARBONS ISSUED STATEMENT SAYING 
THEY HAD CONTACTED DEPUTY AND HAD FOUND HE HAD BEEN MISQUOTED. 
SITUATION HE REFERRED TO, MINISTRY SAID, TOOK PLACE SEVERAL 
MONTHS AGO. 

3. DEPUTY VIVAS TERAN ISSUED STATEMENT MAY 22. DENOUNCING 
MINISTRY FOR ISSUING STATEMENTS IN HIS NAME AND DENYING THAT 
HE WAS MISQUOTED. DEPUTY VIVAS TERAN SAID THAT OIL COMPANIES 
ARE UNDERTAKING MANEUVERS USING DEPRECIATION, AMORTIZATION, 
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DEPOSIT IN GUARANTEE FUND. (NOTE: ARTICLE 6 OF REVERSION 
LAW REQUIRES COMPANIES TO DEPOSIT AMOUNT EQUAL TO 10 PERCENT 
OF THEIR ANNUAL DEPRECIATION.) 

4. A VICE PRESIDENT OF SHELL OIL VENEZUELA HAS NOW ISSUED 
STATEMENT CALLING UPON DEPUTY VIVAS TERAN TO RETRACT HIS 
CHARGES OR TO PRESENT CONCRETE EVIDENCE. HE OBSERVED THAT 
GUARANTEE FUND IS ADMINISTERED LOCALLY BY VENEZUELAN TECHNICIANS, 
SOME OF WHOM REPRESENT OIL COMPANIES, AND IN WHOM PRESIDENT OF 
REPUBLIC HAS DEMONSTRATED HIS CONFIDENCE. 

5. COMMENT: PRESUMABLY THIS CONTROVERSY, LIKE MANY OTHERS OF ITS 
KIND, WILL DIE DOWN AND BE FORGOTTEN WITHIN A FEW DAYS, UNLESS 
DEPUTY VIVAS TERAN IS ABLE TO COME FORWARD WITH CONCRETE EXAMPLES 
OF WRONGDOING. HOWEVER, THERE ARE OTHER ASPECTS OF REVERSION LAW, 
RELATING TO SALE, DISPOSAL OR TRANSFER OF REVERTIBLE ASSETS, UNDER 
WHICH OIL COMPANIES ARE VULNERABLE TO DEMAGOGIC ATTACK. PAPER- 
WORK UNDER REVERSION LAW IS SO COMPLICATED AND TIME-CONSUMING 
THAT MOST COMPANIES HAVE FOUND THEMSELVES IN URGENT OR EMERGENCY 
SITUATIONS IN WHICH THEY HAD TO MOVE, FOR EXAMPLE, EQUIPMENT FROM 
ONE OF THEIR CONCESSIONS TO ANOTHER, WITHOUT REQUISITE 

WRITTEN APPROVAL FROM PETROLEUM REVERSION OFFICE. IN SOME 
CASES THEY HAVE BEEN ABLE TO GET ORAL APPROVAL. THERE IS THUS 
POTENTIAL FOR COPEI TO CARRY OUT PUBLIC RELATIONS ATTACK ON 
OIL COMPANIES' PERFORMANCE UNDER REVERSION LAW, SHOULD THEY 
BE SO INCLINED. AMOUNT OF DEPOSITS IN GUARANTEE FUND (WHICH 
COMPANIES ARE SUPPOSED TO RECEIVE BACK ULTIMATELY) IS OBVIOUSLY 
OF MUCH LESS IMPORTANCE TO OIL COMPANIES THAN A RULING ON VALUE 
OF ASSETS, WHICH WILL AFFECT TOTAL AMOUNT OF COMPENSATION THEY 
WILL RECEIVE AT TIME OF NATIONALIZATION. 

MCCLINTOCK 
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